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Since early 1997, the Chinese government has stepped up its efforts to convince Central American
and Caribbean countries either to reduce or to break their ties with Taiwan. In response, Taiwanese
President Lee Teng-Hui's administration has launched a counteroffensive to strengthen Taipei's
diplomatic and trade connections in the Caribbean Basin, thus converting the region into a strategic
battleground in Taiwan's struggle to maintain independence from mainland China. Since 1971,
when the UN revoked its recognition of Taiwan as an independent nation, successive Taiwanese
governments have concentrated on building economic and diplomatic ties with small Central
American and Caribbean countries to reinforce its backing in the UN to reinstate its seat in the
General Assembly.
Taiwan's strategy in the Caribbean Basin has been quite successful, largely because of the need by
regional governments for the trade and aid offered by Taiwan, as well as the rejection of communist
China by military regimes and other right-wing governments in the region. Consequently, of
the 30 countries worldwide that currently maintain diplomatic recognition of Taiwan, half are in
Central America and the Caribbean. These include the seven isthmian nations (including Panama
and Belize), as well as St. Lucia, Grenada, St. Vincent, Dominica, St. Kitts-Nevis, the Bahamas, the
Dominican Republic, and Haiti.

China gains ground in effort to marginalize Taiwan
Since the beginning of this year, however, the Chinese government has stepped up efforts to
eliminate or reduce Taiwan's backing in the region. In January, China used its veto power in the
UN Security Council to briefly block Guatemala's request for a military observer mission to help
supervise the army-guerrilla cease- fire and rebel demobilization called for in the Guatemalan peace
accords, signed last December. China clearly stated that its veto was aimed at pressuring Guatemala
to revoke its backing of Taiwan at the UN (see NotiCen, 02/13/97). Similar vetoes by China have also
hampered the UN mission in Haiti since 1994 (see NotiSur, 12/13/96).
Since January, China has been using its resumption of control of Hong Kong to strengthen its
hand in negotiations with local governments. In fact, South Africa's decision last year to switch its
diplomatic recognition from Taipei to Beijing to avoid losing trade and air links with Hong Kong
has apparently helped China pressure Caribbean Basin nations, since many local governments
fear that they could lose access to Hong Kong as well. Despite the pressure, most Central American
and Caribbean countries that recognize Taiwan shut down their consulates in Hong Kong after the
British pullout on July 1. In contrast, the Bahamas unexpectedly decided to drop its ties with Taiwan
in favor of opening trade and diplomatic bonds with China.
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In addition, Panama, Belize, and the Dominican Republic all decided to expand their consulates
in Hong Kong to trade missions rather than close them, and Beijing, in turn, now plans to open
trade missions in the capitals of those three nations. As a result, Taiwan fears that the direct trade
links between Beijing and those three countries will lead to greater pressure by China for them
to drop recognition of Taipei. Indeed, increased Chinese pressure on Panama since January has
already caused a diplomatic row, after China persuaded UN Secretary General Kofi Annan, US
President Bill Clinton, and French President Jacques Chirac to boycott an international conference
on the Panama Canal, to be held in Panama in September. The Chinese action came in retaliation
for Panama's decision to invite Taiwanese President Lee to participate in the conference, which will
examine how Panama plans to administer the canal when it regains control over the waterway in the
year 2000.
Both China which was not invited to the conference and Taiwan are interested in investing in
the canal when Panama takes over. "We regret the pressure that communist China is exercising
on Panama," said Panamanian President Ernesto Perez Balladares, who accused China of
resorting to "imperialist" practices reminiscent of US pressures against Panama in earlier years.
"Our trade ties to Taiwan are more important than ties with China. We have already fought
against one imperialism, and we won. If we have to do it again, we will." Notwithstanding such
nationalistic reactions, the diplomatic friction apparently dissuaded Perez Balladares from sending
representatives to the annual conference of the Central American-Taiwan Cooperation Commission,
held in Tegucigalpa July 4-5.

Taiwan launches offensive to strengthen trade, cooperation
Given the growing Chinese pressures, Taiwan has begun a major push to reinforce its ties in the
region. At the Tegucigalpa meeting of the Cooperation Commission, which includes the foreign
ministers of Taiwan and all the isthmian nations, the participants announced the inauguration of
a new Central American Trade Office in Taipei, which will be financed largely by the Taiwanese
government. The office will seek to increase Taiwanese investment in Central America, while
helping isthmian exporters expand their markets in Taiwan. "The office provides a new channel
between Central America and the business community in Taiwan," said Pin Kung Chiang, chairman
of Taiwan's Council of Economic Planning and Development. "We hope to consolidate diplomatic
ties with these nations by strengthening trade relations."
At the conference, Taiwan also announced a new US$50 million line of credit for the Banco
Centroamericano de Integracion Economica (BCIE) to finance small and medium-sized businesses
in the region, plus US$21 million in development aid for targeted projects on the isthmus. The latest
aid comes on top of some US$250 million in bonds sold in Taiwan by the BCIE earlier this year with
the help of the Taiwanese government to raise the bank's investment capital. Among other things,
Taiwan has begun initial inquiries with Central American nations over negotiations for a free- trade
accord, and President Lee plans to take advantage of the Panama Canal conference to participate in
a presidential summit with Central American heads of state in San Salvador.
In fact, Taiwanese Foreign Minister John Chang visited El Salvador after the Tegucigalpa conference
to prepare for the summit, and he will also visit Panama, Costa Rica, Belize, and five Caribbean
countries before returning to Taiwan. So far, Taiwan's efforts have strengthened diplomatic backing
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from most of the Central American nations. The countries that attended the Tegucigalpa conference
all signed a declaration restating their support for Taiwan's acceptance into the UN. Nevertheless,
China's renewed efforts to roll back Taiwanese influence has generated a debate in Central America
over the merits of trade ties with Beijing, a debate that will likely gain force in the coming months.
[Inter Press Service, 03/25/97, 05/20/97; Spanish news service EFE, 04/12/97, 05/14/97, 06/16/97;
Notimex, 03/26/97, 05/14/97, 06/16/97, 07/04/97, 07/05/97; Deutsche Press Agentur, 06/30/97, 07/01/97,
07/05/97; El Tiempo (Honduras), 05/22/97, 07/07/97; Agence France-Presse, 01/08/97, 02/22/97,
03/12/97, 03/19/97, 03/30/97, 04/02-04/97, 06/19/97, 06/25/97, 07/01/97, 07/03/97, 07/05/97, 07/08/97;
Reuter, 04/04/97, 04/08/97, 05/12/97, 05/26/97, 07/03/97, 07/08/97; Prensa Grafica (El Salvador),
04/09/97, 07/08/97, 07/09/97]
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